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equivalent of a larger amount of Gold it is reasonable to hold that the available supply of Gold must have increased.
The saving of time and trouble in making payments and the facilitating of the profitable employment of capital, which are the other chief results of our modern system of Banking, render it possible for commodities to be produced, and dealt with, at less cost, and could not possibly tend to raise their Prices, since Prices represent the ratios in which they exchange for Gold. On the other hand, economy in the use of Gold would naturally cause all Prices to rise by lowering the Value of Gold in relation to other articles.
But this simple explanation of the manner in which, and the extent to which, Banking, or the system of Credit which now prevails, affects Prices is not universally accepted.
The persons who reject the Quantity Theory of Money attach an influence to the effect of Credit on Prices which might fairly be described as magical. They say that Credit lias the same influence on Prices as Money, quantity for quantity, and as the quantity of Credit is much greater than the quantity of Money, and fluctuates much more in amount, they, or some of them, hold that the influence of Money is practically negligible.
There is a sense in which it is true that Credit